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and an income tax, while the individual shareholder or bond-
holder pays not only an income tax but also a tax on the
interest of his capital invested in the bonds or stock (Kapit-
alrentensteuer*).'1 In the original draft of the bill to reform
the Prussian law, this same quadruple taxation was pro-
posed ;2 but its injustice was so manifest that the project
failed. It was also proposed in Hesse, but without success.
Baden, therefore, is the only state in the world which can
pride itself upon assessing the same object four times.

We see, thus, that in Europe there is no settled practice at
all, although the tendency seems to be to tax the corpora-
tion and to exempt the individual on his income from cor-
porate investments. Is this the correct policy ? Is it true
that in taxing the corporation, whether on property or on
income, we are taxing the individual holder of the shares or
bonds ?

This brings us to the pith of the question. What is the
incidence of the corporation tax ? Where does the burden
really fall ? This question has never yet received adequate
attention.8

VI.   Incidence of the Tax.

It is generally assumed that a tax on a corporation is
a tax on the shareholder or bondholder. But as has already
been pointed out,4 a distinction must be drawn between the
original holder and the recent purchaser of corporate securi-
ties. Under certain circumstances the tax is not borne by
the purchaser of new corporate securities, but falls entirely
on the original holder of the old securities issued before the
tax was imposed. If a corporation is taxed on its income,

1 Finanz-Archw, ii., p. 320.     Of. Lewald, "Die direkten Steuera in.
Baden," in Finanz-Archiv, in., p. 350.

2 Einkommensteuergesetzentwarf von 1883.

8 The nearest approach to a discussion of this question is to be found in
Helferich, "Ueber die Einfulirung einer Kapitalsteuer in Baden,'1 in Tti-
binger Zeitschrift fur die gesammte Staatswissenschaft, 1846, pp. 291-324,
especially 315 et seq.                                             * Supra, p. 105.